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AfiSIBACT J _ 

_ The status of the U.S* Office of laucation-spcn 

Nationpl Direct Student Loan fund^ at 19 selectea postseco 
schools vas reviewea* Enabling legislation intenaed t f 
attain a revolving fund status but each schoci differs in its ability^ 
to do* this because aifferent loan collection procedures are used. 

• Legislation requires schools to make loans tc nearly all eligible 
students and privacy considerations, aff ect the extent that schools * 
can pursue delinguient bcrrbirers, Direct loan recipients display 
different payback .characteristics depending on the type^bf 
institution they attend* This factor could- account fo -^he. 
difference in the ability of in^^ to attiin a self-rsustaining 

revolving fund status^ Ihe type^of school is a najor factor related 
to delinguency ratess Iior-year public and proprietary institutions 
appear to have the greatest pfoblen, ' It is unlikely that the iajority 
of schools participating in^ the prograa will achieve a 
self-sustaining revolviSg fund, status aiiytile scot*. BanageM 
pract^es at participating institutions are aiscussed and it is ' * 
concluded that. lost ^chbpls complied with due diligence requireoe^ 

. Borrower. profiles ieredevelope based on a study of demographic^ ^ 
financial^ academic^ and direct^ loan status factors. Bcrroier 
characteristics most andj least associated lith delinquency are 
outlined i (SB) * ^ 
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1 At the request of the Senate eommittee on the Bud 
;:v^ status bf_Natlonal Direct Student tban funds at 
schbbls. Enabling legislMibn intented that sc^^ 
[status but each school differs in its.ability tb db thi^b 

-different loan cdilectio 

--legislatiori requires schools to make Ibans to 

dents/^nd^ ^ 

V --privacy considerations affect the extent that 5C 
queht borrower^. 

Direct* Loan iwip^^^ cJffferentjDaVbaefe^ 
^ on the type of institutidn they attend^2^ear fiUbli 
' 4:year public or^^p^^^ or prbpTietary. 1 

part of the differiBnce in^ the abll ity of institutions ti 
revolving fund status> , V ; 



TKe type of schbbi is a rnajor factor related to de 
jDUblic arid proprietary iristitutibhs Spp^^ tb have th€ 
untikely that* the ^ajbrity of schbbls pafticipatinj 
achieve a seff^ustaining revolving fund s^ 
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Tfee Honor able^^^ - ' 

Chairlnanr !^bnnhi on- the jfeudgefe 

Uhited Stages Senate 't:. , 

Beat Mr .* ehkiriTvan: . | ^' - ■ . 

_ This report contains /informal bur* 
*observations\.on the statu^ of National Direet Studefit 
Loan^ funds at selected ihsti tut ions . f he National ^ 
Dirgcit Student Loan Program is administered by the. 
Office of Edupatibn of the Depart^ of-, Heal th , Edu- 
Qatibn^ and' Wel^.^re.;' We examined student : and insui- 
.tutioi^al' character iseics_and, manageifient practices /at 
selected 2-yeaf public and private nonprofit r 4--yjgar 
pubLic and private nonprofit, and* prbpriita^ry insti- 
tutions. The ijeport _discusses ^yar ib factors, that 
affect the ability bf these institutions to att^n 
a self-sustaining revblvihg fund status. 

■ _ ■■ . \^ . ■ _ _ _ _:■ • , • , . " 

. Due to the \^additional^ time required to obt^ain 
Written agehcy comments, ^ you requested that we/-not 
obtain -them; ' Hq^e^\^ the contents bf this repbE t 
were discussed wi\th Department of Health, Education^ 
andT Welf ar e . of ficials ;' ^ - 



As requested by, your^^bffice , we will seA^ copies 
of this repbrt to interested ^patties , and ma\ffe copies 
available to otheri: upon .reqiiei^t . . " ' 



ly/yburs 





eomptroiler General . 
of the yunited States 
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COMPTROttER GENERAL'S STATUS :.0F' QPFieE OP EDUCATION'S 

REPORT TO THE CHAIRMAN^ NATltlSfAt DiREei STUDENT LOAN 
eOMMiTTBE ON THE. BUDGET ,FUN5S AT SELECTED POSTSECONDARY 

UNirBD STATES SENATE ■ ' . ' iNSTiTUTIO^JS ^^^^''t.LONDARY 

■■ \ &■ I G E S T ■ ' 

Since the National ;>6irect Student Loan Program 
began in 1958, thf net cumulative Federal capi- 
tal contribution , has totaled over $3.6 billion- 
Fiscal year 1977 appropriations were $3 ^3.^ mi l- ' 

- lion. Enabling legislation intended that 
schools attain a^ revolving furid status ^ but each 
school diffiers. in its ability to do tSis because : 

-- -Postsecpnlary schools manage the program differ- 
^"*^^y -^"^ vaty in the degree of dili\en<>e wit*h > 
which they, attempt collection of loak accounts. * ^ 
(See p. 9.) ^^>' o 

--Loari del inqueScy problems di^ 

- the type df institution. * ( See pp. 16 to 18 .• ) 

--Direct Loan Program legislation Ee.quires iGhbbis - ^ 
to make loans to nearly all eligible students* • 
regar^ess of their credit worthiness. (See 

— Other ^legislation, affects the. extent to which ' 

schools can pursue delinquent bOr cowers. 
(See Ch. 3. ) • ■ • - 

' ^v!^^^^ ^^"^"^' ^^^^^ postsecohdary- 

: schooisiGAO reviewed had cumulative del inquericy ■ 
■ rat^s of ( at least 18 percent. Of these, 8 had 

- l^.tes^of 30 percent or higher, Ijadivi^ual rafes 
' £2 19 schools ranged from 5 to 78 percent 

_ ; The_ overall rate for the 19 schools, .was 21 per^ ■ 
cent. The total -principal outstanding on delin- 
• 9?f"t loari^s.was $m2 inillidh. Of thi $11 2 t 
million, $5.1 million represented payments over- 
due longer than 1-20 days. (See p." 15.) ' 
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The^type of school is a^major. factor related to ^ 
delinquency rates--2--year public and proprietary 
institutions appear tb have the greatest 
probleih. (See p, 17,) " '-^ 



Only 5 of the 19 schools did npt request 
Federal capital contribution? for 1977-78. 
Because of ^ the probiems cited aBove , and 
because of diverse school and borrower 
characteristics^ 6f the 

schools par tic ij^^Ing in the prdgraniwill riot 
.achieve a self-sfistaining revblvirigjf urid _ ' 
status anytime soon. (See pp. 9/ 17, arid 34.) 



Existing program legislation requires schools 
tb/lerid tp nearly alt eligible, students and • 
priva"^cy conside.rations hamper their attempts to 
locate borrowers. These two " uncbntrbllables" 
from the schools ' viewpbirit raise two questions 
that might warrant, cdrisideratibri. (See p. 39;) • 

— Shbuld effbrts be made to lower delin- 
\ quency rates through tightening el-igi- 
^ bility requirements, thus eliminating 

high-risk borrowers from the program? v 

'"^"Should privacy consider atioSs jr which 
hamper effbrts to Ibcate' d.eliriquerit 
:bbrr:bwersv be relaxed? - . 

HEW bfficialggerierally agreed with the report's 
cbnterits and suggested some additions to *recog-'. 
nize^ am6ng_,other_ things, HEW's planned actions 
to improve^program managenjent^ faatbrs which 
might affect delinquency rates at schbbls^ arid ' 
conditions; which would have to be present in 
order for schools to ^attain a self-Sustaining 
revolvirig furid status. . (Sfee ch. '6,) 
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GLOSSARY 



Basic Educatibrial 
Opportunity Srant 



Gaac 



ions 



College Wprk-Study 
Program - 



Default 



Deferments 



Delinquent ^ccomxt 



L 



Dependent 
s%tidehts 



rence 



program which provides finanfcigl 
assistance to el igible (students . 
Basic grants are to be the founda- 
tion of student aid packages^' 

Forgiveness of loans made to ' 
; bbirrpwers wfio server in Head 

Start; certai^i teach ing\ capacities^ 

or (urt^.er certain cdnaitibfts) ' 
'in the fArmed Forces; or who 

die^ b'ecome disa^bled.^ or declare 

bankruptcy.^. ^ * 

An aid program which provides part- 
time,^ jobs for finan-cially rreedy 



students . 



■ ^ 



A term defined, ip the Educatfioh 
Amendments of -1976 as the ' 
noripaynjeht of loans for 120 . 
days {for Ibafes repayable ' 
^in mbnthly Installments): or ' 
-^89 days'^dar loans repayable 
m less freduent installments ) "i^ 

Postponement of repayment obli- 
gat ions f br bbrroy/ers 5ur in^ 
the period they, are at^Jieast - 
half-tiirie students^ or %n the 
Armed For cegt^Peace Corps or 
VISTA serivid4,. ^ 

An accouat/£or which ;a required 
payiTient has been inissed for a • 
peribd of morfe than 120 days 
regardiess of the type of pay- 
ment pi,an. pE will no longer^ 
use this term ,af ter July^l978. 

Students _whb receive, financial 
stippprt from^heir parents. 

Various efforts Vhich institutions, 
participating in Office of Educa- 
feion loan j)rogi;aihs musJ^ undertake ' 
in the col^ectibn bf ^ueh loans. 



il Testijig 

Service / 



Fisagj Operations- 
Report ; 



Grace period 



&uarajiteed. Student 
Loan Program 



Indepen dent 
students 



Muitt 



analysis 



Past due accounts 



Repayment s chedule 



A nonprofit organization^ founded 
in .1947^ which is devoted to meas- 
urement and resear,ch in education. 

, .ft comprehensive , annual report 
which the Office of Education 
requir.es schools participating 

•.in its prbgraitis to complete. 

.The 9-. to ' 12-mbnth period during 
which fcjorrpwers do not have to 
m^fce payment on Ic^ans and which 
cpmmenpes when the borrower 
ceases to carry at^leasta half- 
time accidemic course load. 

; A program t^at pr^ides students 
with loans (through the private 
s^j'ctbr) Which are guaranteed 
by a StalJte or nonprofit agency 
or insured by ' the Federal ' . 
'Government against default. _ . 

Students _who -are either^ veterans 
br!whOr for the calendar year in 
which thSy receive aid , or for 
the pr^ibrjcalendcu^ year, (a) 
do not receive financial support 
of more than $600 from their . ' 
parents^ (b) db riot reside with * 
their fiarents for mbre than 2 
consecutive weeks^ and (c) :i^ave 
rrot bgeh elaimed as exemptions 
by theij 
income 



tr^ parents; on Federa^t 
tax returns-. , 



^ftn analysis of the: 
ship of several or 



mterrelation- 
itibre variables i 



Ah accbuAt 
payment hag 




A documlrix''s; 
loan amount 
and founts bf 
installments. 



fpr which a require ed 
n missed for 120 ' 
OE v^ill no longer 
after July. 1978: ^ 

^ifying thi tbtal\ 

thiS due .dat;es 
repajyment; ' ' 
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Revdlvihg fund 



staining 
xevolving: fund 
status 



Suppiie 



tional' O pportunity 
Gj^ant Proi^ram ; 



ft fund estabiished to finance 3/ 
cycle^, of operations through 
amounts Jjeceived by the flirid^ 



The position which-" schot 
participating in ithe , Difrect Lparf 
Program; attain wffien th 
they collect in rqan p 
interest is suffic 
new loans. 1 



amount 
thcipal ana 
to fihancel' 



^^^f ' • Using various m.eahs^ siich as 

teiephohe 'books ^ inqome tax - ^ 
returns and other itims iri order 
toobtain the most recent 
addresses of delincjueht borrowers. 

Educa^: grogtam which provides Eihahc'iml 

aid to students of exceptional 
^ heed who^would otherwise bie unable 
to continue their education. 
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CHAPTER 1 
INTROfiadftQN 



. . . .In* response; to. an October 3 , '1977^ request fr dm- 
the Ghairmah^ Senate Committee on, the Budget^ we , ' 
reviewed certain aspects of the National : Direct Student* 
Loan (jDirect Loan) . Program^ administered by the Office 
of Eaucation (OE) , Department of Health, Education, ;ahd 
Welfare (HEW) . ■ • . . ' - 

^ _ ' The Chairman /specJfical'lY requested that wg- \ 
fdentify*^ the status of prograin funds at a. sample'' of 
institutions and examine, factors that, explaih^ppareht 
differences in thei& ab'ility to- establish seif-gustai'n- 
ing revolving. fjinds, as Was intended in the original 
legislation. The. ChairiSan expressed particuliar interest^ 
-in ■ ^ . . - ' . ■ ~ " 



—mahagemenf^.practices characttP istic of the 
institutiphs, ^ , v * . 




--r-the. risk &ji5f ile of bbr^rbwers> arid 

: —the del inquehdy_ rale and ef £ .ectiveness. of 
: • institutional coll^qtioni activitiWs. ' ' ; ; ■ 

V;V V factor^' that explain differehees in 
tt^'^ta&ility of a samp% of '19 institutions to attain a 
^®J;5f'~^,"staining revolving, fund :statu3. We also aiialyz^d 
bQr;rower risk profile in.fbrmation'it 18 of the 19 insti- 
tueipns. Information oh the scope of 'work;* inciuding 
sample seleetibh,^'d data analysis mefehod<^.ldgy'"is • 
included on pp. 35>^nd 36. - ' % - 

pros r a m D E SCRil riQt^ - , ' / 

The Direct L^an Program wSs established un^er" • 
title II of tha National' Defense Education Act of -1958/ 
as amended . The Education Alnendme-ntd of ^1972 ihcbr- 

-porated this 'title intO'pa?t, E, title' 17:^ of. the' fligfeet 
Education Act of 1965, as- amended ■(20: p.S.C, l087aa-ft) ; 

_Iii i^72 the name ;of t^e program was <^^a!qm^rf/L^'\-^ .: ' 
National Defense ;:Studeht Loan Prbgfam' tp th^ Ndtipnal : ' 
Direct Student Loan :Prbgtain. ' ' , ' ' 



^ The program provides for the establishment of loan 
funds at pQstsecondary feducatic^nal ' institutibhs;^ ,sa- 
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.they can itiak^ong-term; low^ihteris't loans to qualifiea' 
^^tadents whoM|ed finanbigll -assistance to parsiSe a 'c6q«;Se 
of: study on ffPleasfe a half-time,, basis, federar funds'^ 
- are generally^ grovididl each year to participating insti^ 
. tutipns. The Federal share lifider the ^program is 90 per- 
. cent with the institutions supplying 10 
' .percght. ^TKe iristitutions are responsible fdr itia-kihg 
and eblleetin^ the loans. ' \ 

; ^- _ ■ ■ , _ ' v^::.; • _ ■ 

. Ifhe, program is one /of four d^^^^ financial aid 

^.prografts fot /which finaricial ,a^^ officers at the institu-. 

• ticxns determine eligibility and/or the 'amount* of aid. 
The others are the fiasic Educational Opportunity Grants - 

. the College Worfc-Stddy, and the Supplemental Educational ' 

Opportunity Grant Programs, all^of whicji are- authorized' 
•• by/ the Higher Ed uca^ Act of . 196^ , as amended . 

. ^ l^uhds available fpr^the Direct Loan Prbgram Tdi, ' - 
f iscal year 1977 were -$323 ;2 million, 131:0 .5. milliOTi 
of^whicli was for new Federal • eapital conjbrlHutiolis, 
with; the remainder bgihg for stud^ loan ^ncellatibhs 
and institutional loans ^made by OE to, an institution 
to enable that instil to make its shajre" of the 

capital c.^n 6^^^ Since the progrSffi began, the 

het curo^ulative Federal capital contributibh has totaled 
ovef $3;.6 billion. ' / * " 

Whe^ the Direct Loan Prpgrcm was established , it 
, , was, intended to operate on a revolving fSSd concept? ' 
V, that is ^ loans would be made.;and, as loan repayihehts ^ . ' 

Iprineipal and interest) -w^re made by borrowers^ hew. 

loans, could be made. Each year participating institu-' 

11/°?- ^°"^^ ^^^^^^^^^^^ Federal^eapitai con- 

• tribut'ions.> The ambunts heeded would depend on the 

. -solvency of their funds . frbfti pr tor years* opera- " , \ 

^ tions; that is ^ the' extent t^ which amounts collected / / 
. were_sufficieht*tb enable new loans to be made. „ Some ^ • 
_/ihs^itttti6ps have achieved a self-sus^irting revolving 
fund status, whereas others have no t» Those schools in 
I self-sustaining devolving fund status have no furth^ef • 
need for .Federal capital cbntr ibutibhs as long as their 
f unds reihairt sblveht pr ■ unless tfiey'want - to expand the 
program'. • - v , ■ 

Of the schools which hav4 . not achieved a s * r 

• sustaining revolvirtg^ fund status^ some have requested 

. new Pedexal contributions butrl because of high aelih- - • 
guency rates for their' Direct Loan P or other . 

probleitfs, are precluded fEbm receiyihg hew mohie^, arid ' ' 
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others haye requested- and cbritdriue to receive h 
contribut^Lonsr^ vi ^ y 

OE distinguishes among the^ three types of; ingtitu- 
■ tibhs as'^ thbs^ 

--vpluribar ily not requesting ;new Fedei?al capital 
contrltoufeibns I/> 

>/ --ihvqluhtar ily not receiving new monies, and 

' --continuing to receive new monies, * ; 

6f over . 3,£fdp institutions participating in, the Direct 
Ltfan program, _310 did_ not request a Federal capital 
qontributioh for the:l977-78 award per iod . Another 
350 schdbls requested ^but did -nbt^ receive . new monies: 
The remaining schobls requested and received funds. 

In February 1978>' the Sectetaryi -iJEW, stated that 
as of June 3d , 1977 , an estimated 700 ,000^ students had 
defaulted on Direct Lban nbtes^ involving' about ?606 
million |n uncollected funds.. Because the program . 
works on a revolving fund prineiple,_each_defaulted - 
loan rjesults , in a ;dbllar-f 6r-doiiar reduction 'in the 
amount of aid available. ^ 

J In .this report, in ofder tQ analyze the trend of 
'Schools' cumulative delinquenby Tates over the. past few 
ye'&rs, we used -OE's former method for cbinputing delin- 
quency .although we recommended that OE* adopt a hew 
method in a November 5, 1975, report [HRD-77-17 ) to the 
Secretary/ HEW. Usually this new method results in 
higher rates. Therefore, the rates referred to in bur 
'analyses ^re conservative-. 

Few schools included in our review have achieved a 

self-sustaining revolving fund status. About bhe-third 
of the schools included in put review have participated 
in the program since it began. She j^chpbl which ; • 
baiS participated for nearly 20 years, and two schools- 




1/Some of theseinstitutibhs may be in.this funding 
. status for one or more years and then revert to 
requesting additional 'capital contributions. 
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. whieh have participated for id years or less are in a ' 
^' self-siistainihg rdvolvlng fun4 status. Appendix ii pro- 
^ vides th^. fund status for the schools included in our 
^ . reviews ■ - ; 

'jfJj^ a separate, revi.fWf W examining how Direct 

^Loan^bgr^ fund ^nd fio^^^'tae related 

' ^ash/BalahGies'^a maintained at the pat ticipating univer- 
sHies^ cbliegesv and trade, schools^ to determine if 
scfiools. are requesting ex<:e^ and if HEW is - • 

prematurely disbursing- such funds to schobis, : Excessive 
cash balances are contrary to stated HEW and Department 
:0f. the^Treasury policies and regulations concerning good 
. ^ • cash management . Moreover p providing Federal _funds from 
the U.S> freasury earlier th'an necessary can force the, 
G^vernmeht_ into additional borrdwing^ finance its opera- 
^ tions^ thus increasing the public debt and .increasing 
interest costs. ( 

• - ' % - ■ " ■ ■ • ' 

• In February 1978^ the- Secretary, HEW, announced 
• several _ efforts to address the problem of excess Federal 
cash which may be held in some participating institutions. " 
They were to: 

; —Build a new reguirgmgnt for a cash flow analysis 
into the upcoming revision of the HEW audit 
^uide. 

] —Formally Obligate institutions to withdraw frditi 

their account with the Government only thoie 
funds needed for loan operations during the 
next 30 days. 



— Develop procedures for determining and "recap- 
turing" excess amounts of Federal capita-l from 
the revdlvihg funds of participating institutions 
in tiine to affect allocations for academic year 
1979-8B. 

We plan to issue to the Congress a report discussing 
these and other improvem^ents needed in cash management ^ 
practices at the completion of the review. 

; • ^ ■ . ■ I 



.J 
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CHAPTER 2 



MANAGEMENT PRACTICES AT ; , 

. . PARTICIPATING INSTlTHTtQaS . - 

- Jiach ins^^^utiQh.^parti^ in the Dire^tvLda^n.^^: : 

Program is fesporisibl^' for awarding loans and administer-, 
ing the billing and collection activities • Generally 
administration of ^the Direct Loan Program is perfbritl^d: 
by, two_separate of f ices of an ihstitutibh- financial 
aid office and the business of f ice . The f inanciat::^^^^ 
bff;:^e is responsible for determining the eligibility 
of prospective students and for approving loans. Unlike 
most other Federal student aid programs ^ tiie Direct Loan 
Program requires commitment and involvement on the part 
of the institutions long after, students have completed 
their studies:.' This is a result of the repayment require- 
ments of the loans. Institutions usually assign 
responsibility fbr loan cbilection to the business office. 

PROGRAM ADMlNtaTR&TieH \ ' 

At most of the schools included in bur review^ the 

Direct Loan Program was administered jointly by ^he 
financial aid arid business bffices. Only five schools had 
a ^ single Office responsible for the program. We discussed 
with schbbl officials how they administered the program 
and the nuinber and type of staff who perform Direct Loan 
functions. 

px^ram guid^ and 

QE^ contacts • 

_ ^ Guidance prbvided. by 0E to aid ihititut 
administering the Direct Loan Program includes ' 

. — ^enabling legislation including ameridmlritSr 

. _ _ . . ^ . • " ■ 

--program regulations, 

--program manual (app. 17> issued in 1967), and. 

'■ *-—1977-78 Student Financial Aid Handbook. 

In addition, scfiool officials told us they have received 
OE "dear colleague letters," a Student Loan 'Gpllectibh 
Procedures manual , and OE Regibhal News-Memora'nda. 



; * Of tlTfe 19 ihstitutibris we visited to 
locate^ of the_lawf>- prpgraiti regulation arid prb^ 

- gr:a% Estimates a^^ to"^ the extent of usf of this 

/'v irifptmatibn^^v "occasionally" to "often." ; ; 

* Institutions' contacts^with OE regional 
ranged from "no contact" to weekly phone calls and 
: t memdraridums* /The inbst f r.equerit r.^^^ 

: . qtierit" arid "bccasibrial ." The riature bf these cbrit^bts 
' was usuaiiy^to seek techhi^ • 
guidance, and clar if ic^tionw Only one school expiressed 
dissatisf actibn with the assistance provided. 

We found nb cbrrelatiQnbetwee 
cbTitacts with OE aridjuse bf the af Or ementioried program 
guidariee arid schbbls' delinquency rates (see p. 3 for 
method used) .For example ^ari official at brie scfibbl^ 
having a delinquency rate bf over S&j^ 30/ ^ 

1977/ estimated heused program guidance 56 times 
annually; whereas another official at a school having a 
5 percerit delinquency rate indicated occasional use of 
the guidance, ftnother of ticial told us he usedAthe quid- 
ariee bri a regular basis; this scrhbbl's delinquericy rate 
was 5 percerit also. These ariswers were given in response 
to struLCtured interview questiorisi 

.Similarly/ schbbis having^ frequerit_ cbritact with 0E 
did^ not have the lowest delinquency rates. For^ instance/ 
- ' one school having a 9 percent delinquency rate had; no 
• cbntact with OE; whereas ari official bf another school 
with a 59 percerit del iriquency rate estimated f our bontaets 
per month i / , 



At the schools in our- review a total of 73 prof es- 
sional/ 6 paraprofessional/ and 178 clerical staff were 
responsible fbr administering the program. The size of 
the schbbl and its loan program seemed to bear a rela- 
tibriship tb the number bf staff members who administered 
the program i Some scHbbls have brily 2 or 3 staff Jtiembers 
to manage the program; others employ 10 or more persbris. 
ft breakdown of the staffing ift the financial aid arid 
. business offices is shown in rthe following table. 



\ 6 

o 

ERIC 



• . + : prbfes- paraprb- \ Ro. of : . 

aifice ■ s tonal s ' f^ssionals v clerical Totgl 

Financial aid.^ 44 4 \ 70 1-18 

Business 29 2 . \ 108 139 

Total . 73 6 \ \l78 257 



Most of the persons administering the Dire^t_ boa Prb^ 
gram also work; on other program's or perform other func- 
tions. : > Y : • 

Statf working in.^thf. financial aid dffic^e usually 
work on the awarding of, Direct Loaris^ conduct irig exit 
interviews wheh students l^ave sehdbl> and bth^er day- 
to?-day prbgriSm bpetations. ' 

Although, most schools, included in our review dele- 
gated the billing and toutine collection of^ loansX to . 
billing agents.^v so^ne schools ' business off ice personnel 
performed the .bj.lling and ;„cbllection functions. Other 
business; bff ice *fuhctibhs include 

-^ensuring that pr bmis^bry hbtes are sighed^- r , 

: — maintaining files of promissory notes ^ 

— disbursing aad accounting for loan proceeds^ 

— mbnitdring accbunting for- and aditiinistr atibri 
of prbgram fiirids^ and 



--mohito"rlng the services bf billing and collection 
, agencies when .employed y including transmitting the 
accounts to* thi respective agency. 



DUE-BXtlGENCE 



HEW s November 1976 program, regulatibns require 
participating ihstitittibhs tb exercise due diligence in 
the collection of Direct tbahs. Due diligence efforts 
include . 

, — fully disclosing to .^b(ir rower s the^^is^x^ghts and 
obi igations when they sign the promissoty notes ^ 

— conducting an exit interview with bbrrbwers 




^; a copy of/ th^ r epayment^^ 

Sfchedule before" they leave school ^ /; /^^ 

: — iflaintgiriin^ a wtitterx record of tHe 

interview ihcludihg;;,aV sidhed cop^/bf the - 

repaymerit' schedule f ^ i-/' : ' 

■ ■ ■ ' '. ' ' •'■■..li ' . _ ^.'S ■ . ■ .' 

— maintainirig contact with borrower s after 

they leave Softool , .. :/ ' • 

- •■ ' - ■- - - : ■ ■ ' . ' ' U'' - ^ 
"--establ ishing a«d m regylar bilfihgl 

; and' fbllbwup prbcedures during :1;h^^^ 

which '•any >butstahdihg loan b^i'Snccf remairts "fel- ; • 

unpaid/ • ' L' .: ' 

— using a cc^mercial skiptracirig prganiz^ation or 
performing the equiv.alent sery ice with 1 
tional per sonnel to locate bot rower s^ and . 

^-engaging a cbllectidn agenc^,ipr per forming cp^^ 
leetibn activit ites with schb6l| p^^ ' • 

esbrtihg to litigatibti in ..t-hd^^ c,as^s in w 
'borrower fail$ to make loan ^ payments . . . 



976 J HEW had nbt specif led detailed : requirements 
diligence • ' ; - ' : [ 

FunctiiDns per formed, by bill ing agents incliii^e ;'** * 

— cbntactihg bbr rbwers during the gracg* peri'bd'> 

--billirxg borrb^g's,, • 

— -receiving payments and applying th^m tp the ' 
respective accounts^ , ^ ■ ; 

^' ;■: ■ ■ ■ . .■ ■ 

--answer ing Ibdrrdwets ' iguestipn^ and preparing • 
' cbr respbhdehce f , ! . 



--J)rocessihg deferment and caricellatibh forms ^ and - 

. — prov.iding various^ repbtts /to the ^sohbbl . ^ ^ 

The fe^ fOT, thes.e billing agents' Services raiiged from/ 
about v50 cents' to nearly, $1 pQt account moilthly_ depending 
upbn the frequency bf bill^ihgi _*Iri addition/ all schbbls 
\jised one br -mbte agencies tb cbllect past due and 
delinquent accounts. The success of these collection 



agents' efforts (for past due and delirtquent accounts) 
has beieri limited.^ (See p. 11 /) ■ 

Schbbis' due . / ■ ' 

diligence efforts ^ 

Generally the schools we reviewed were complying ; * 
with HEW's November 1976 requirements for, due diligence/ 
HDwev(^ ; individuai sqhool's were^-lax in cert-ain Efforts. 

, ■ ' . . > • ^ ^ ; . ; ^' ^. _ ^ 

Although all . 19 schools ha^a ^^e procfedures 
for conducting* exit intefr views wit bd^rbwers/ one did 

"ribt, cbnduct these interviews; . 'Mpst of the schools con-; 
duct individual as oppose ^^oup interviewiV Pro- 
gram, regulations require indiyidvUal .'inter views ^ .when* 
/feasible. In most instances the interviews were held 

'for gr^uating students and tiiose_ who officially with- 
drew from._ school. For at least .13 schbbls ^ students 
who' failed to attend the exit interview w^re mailed 

va copy bf the interview fbrni to be completed and 

•returned tb the.scHbol. Five schools did not mail 
the forms *to student^ We were unable to determine ' 
whether the 'other school mailed exit interview forms. 

Seventeen^ Schools routinely provided bbrrbwers 
Vith copies of the promissory nbte/ but only six schools 
required the borrower _ tb acknowledge the receipt of the 
copy. E^burteeh s^^ the borrowers with 

cbples of the repaymefit. sche^^ however^ only^^ine' 

of ttje schools rMUired the borrpwer to acknowl'ed^e 
receipt. Most scnools do not use certified mail when-:" 
"communicating withl the borrower .; > ^ - ^ • 

Contacts with '^b^^^ 9- to- 

12-month grace per ibd . before -be 

ranged, from none tb five". Jshe school cdhtacted only 
thbse bbrrbwers -who : fa^-^d'^^to appear for an exit inter- 
view. ^» There" was ho cq^eiatiqn. between; delinquency: 
rates and; the numberjbf contacts during the grace period. 

. Some scJkraTrtrS^ used billing agents were less 
likely than^tho^e which did not to be awar'e of the num- 
ber of ^-cowiacts ;being^ *m^ bbrrbwersi Some schools 
which usecS billing agents, had nb specific 'knowledge about 
the humbefr bf cbhtacts ^lade during the grace per iod . For 
instance an official at one 2-year school " thought" the 
biliihg agent wgs^making. one contact. This school ' s cum- 
ulative deiinquencjr rate at June 30,^911^ was 26 percent 




. ?"^i??xOV'' '^^view,: an aid Officlr at ahothe^ 2-year . 
■institutton contacted the school's billing agent to 
qetermine the number of contacts being made . The ' " 
Driiing agent's representative initially responded 
that he believed. .three contacts were made but that 
he^would have to check the regulations. This insti- 
. tution s cumulative delinquency rate at June 30, 1977, 
was 59 percenti 

1.U . J^®^"°ted that several schools did not turn over 
their accounts promptly to the billing agent. For 
example, one public college was cited by -a State o£fi- 
;f^J,-^,5°^ ^"'^J)l"9 0^er accounts lon^ after the billing 
should have begun. The official stated that sbme^ - 
accounts vere turned over at least 19 itionths-after 
the ^gt ace period had expired. : This school's cumulative 
delinquency rate at June 30, 1977, was 50 percent. 

^ The loss^;pf contact with b5rrowers during grace 
periods IS a problem, for schools. The schodll in "bur 
review- used various techniques to locate borrowers, 
including' >. 

—cohtaeting other campus offices (alumni, 
fmanSial aid, registrar ' sy and admissions), 

— requesting address corrections from the post 

bf f ICQ, . ^ 

—contacting parents, other relatives, friends, 
and neighbors, • 

— conducting address .'and telephone searches, 

--using commercial skiptracing facilities, and 

—putting' a "hold" on requests f^r transcripts. 

1 . Offfciais at several schools told us that privacy' 
legislation had hampered the tr attempts to locate bor- 
rowers. Por ex.ample, schools can no longer use the 
'Internal Revenue Service's skiptracijig service— which 
IS viewed as an effe^iye tool. An official told Us 

"° longer use th§ State motor vehicle 
.admin.istcation to trace borrowers via their drivers 
license, or vehicle registration.- Some officials 
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expressed "£rustrat'io.n at being charged with niihimizing 
their dflinquenc^rates while being' prec|'uaea from, 
using these previously proven methpasi Ah Eaucatibnal 
Testing Service stuay aia not show that these were 
the most effective methbas f.or iocatin^i- delinquent ■ 
borrowers . ' (See pp^ 26 ana^27 . ) HE^t^t^igii lit ions state 
.that sqhpbls should use commerciai skiptraQing services 
or |)erfbrin the equivalent ,servi-Ge wit# their* bwrn staff . 

^ _ Although: the 19 schools -us-e-trbii^crtt^ 
their past due and delinquent accounts, the sUccfeis of 
the agents' efforts has been' limited^ For_example, at 
June 30, 1977, dh delinquent loans having cumulative 
principal outstanding ,of $il.2 million, $5.1 million ' 
•was determined by the 19 school's to be the ' amount of 
payments which had been overdue longgt than 129 days 
Agents collected $317,950 during the 1975-77 award 
period 1/ (or 6.2 percentj . Seventeen sehooli paid 
collection agents $169 ,809 for their efforts. Two 
schools' agents made no collections. The fee for thg 
service averaged ^abbut 53 "percent of the amount col- 
lected. Even if no additional principal was deter- 
mined to be delinquent and if about $318^000 ithe 
apprbxiniate amount collected during the 1976^_7__award 
period) were collected each year, it would taJceaboiT 
16 years to complete the task of co«.eeting En these 
accounts. ' r : 

J^lthough HEW, regulations provide that fechools may 

reqort to litigation, schools in our samplevdid not 
often Use litigatibni For example, during fihe 1976-77 
awa?d period, 4 of the 19 schools had accbuhts in liti- 

l^^ta^c -»^^^^^-^^°"^^f J^®^°'^^^'^J^^ less in pars, prior 
to 1976-77. At least two schools have never >attempted 
to collect past due or delinquent aecountfe in\he courts. 
At another institution during a 21-mohth period^hded 
May 31, 1977, a cbllectibn agency requested authority 
to sue 255 borrowers. T,he school approved litigation 
for six cases. : _ 



Statutes of limitations, which vary from State to 
State, can further complicate collection efforts. For 



1/July 1, 1976-Juhe 39, 1977 
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the hipe states in whishidur sampie<schdbis were 
located, the statute, of limitatib^ns ranged froni 4 tq 

6 years wits a 6-year limit in seven of the nine States 
Once the statute of limitations expires, the ogporturiity 
to collect brt accounts for which payments have been • 
missed is Ibsti . : • . 

CORREfc&TiON BETWEEN " ' , ' r 

AND DELINQUENCY % 



After examihihg the schools' Direct Loan- management 
practices^ we performed tests of significant difference 
to^determine the relationship, if any^ between the loan 
delinquency rates and each of the followih^: ' \ 

— The schools' funding status (see p. I). ' n 
—The' av.ailability bf program guidance (4ee , p. 5). 
—The frequency of use of this guidance. ' . 
. --The frequency of contacts with Oe.- 

■ ■ .' - ■ '.-^ ■ , , ■ ■ 

^ __ _ _,. ■ _ , 

— The use Of a commercial billing agenlv 
~6se of a collection agency. 

~*9hethgr the school per forms ver if ication of infbr'ma-r 
tibn submitted by aid applicants or their parents. . 

--Whether the school di^cusseiwifth borrowers 
the nature and obligation of a Direct Loan when 
^ they sign the proffiisso'ry nbtes. • 

—Whether the schbbl provides truth-in-lending 
statements tb bbrrbwers^ when they sign the 
promissbry notes. ? ' ' 

—Whether the school conducts exit interviews* 

— miether the school provides students with epp'ies 
ofipromissory notes (when they sign them) arid 
repayment schedules (before they leave school ) . - 

—Whether the schbbl requires borrowers to acknowledge 
receipt bf cbpies of promissory notes and .repayment 
schedules as part of the exit Interview procedures. 
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--^The number of cpntacts dur ing the .grace Aperlbd . 

—Whether the schools take delinguent borrowexs 
to court, ; ^ 



.' ^ 'Of these items I, only one showed a signif icant . * 

to delinquency rates. Those schools ih : \ 

: revi.ew- having tjigher delingiiency rates, werl more 
likely to* u^e § commercial bill ing Ag^rit than schools 
which did their oWn bil .There are at least two. 

vpossibie explanations. ^ Schools' which wexe having" prdb-. 

. lems with high delinquericy may have' eleeted to use a . 

•billing agent in order to ( 1^ elipinate- or alleviate 

.the ^problem or (2) simply get rid of thej responsibility 
for servicing the aeebunts. v *: ^' / - ' , 

We, did not perform a multivariate Qorreiatibh^ 
;analy^is_tQ de.termine how a combination ; of. th& manag.e- " 
ment pra,c€ices relates V to delinquency or . whether Bor-r 
rbwer risk-profile characteristics (see dhi ^4) affect' 
.institutionsr delinquency rates more than their ' 
management practiceS^; .* ' * ' 

- ' . ' .« ■ ' . ■ ^ ' ' ■ 

. Schools included in the, review were ^ for th^ most 
. part, .conjplyinc[>ith HEW' s Novemfcier .1876 due' diligence- 
requirementg. We did. find isolated* ca^eg of nahcpihpli- 
aiice and discusseta these with schdol' of f,icials. ^ Schools 
vacy in executing due diligence reguirements , such as 
exit interviews^ cpntacts durihg the grace peri bd^ 
the u^e of: litigation; • ' ; > 



A correlation analysi-s of: Various management 
, practices and deringu^rtcy rates identified only one ' 
clearcut relationship--the. use of Commercial billing 
agents is related to d!elinquency rates. Schools using 
billing' agents tended to have higher delinquency rates 
.-rpossibly beeaQse the situation had gottpn but of hand 
be'fbre the account's were sent to the'ageht. , 

J Some thing, wfeidh would not haVe shbwn up in our 
analysis But which' could be, a faetpr .in €he schools ' ' 
abilities to- acjiieve a revblying fund status' ig that 
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* BBW*^s a.e,tSiie^ req Stj^ diligence were 
* not_pr5mcr|gate4^^ 1976. Therefor^ r ^v^n . 

-those schopri^^^^^^^ with_the&e r-eqaire-* 

' "ments>.may^^^^^h relatively* bciefi history of due 

(ill iq^tiiii^^t and /€:onseqiientlyf their aeiinguency 

rates in^yv C^^ trf be high -f or -fom^^t^mei^ Thes.^ 

^^chbbls jnay require several ^y;ea•rs befbte ^they* realize 
/ : substantial, recbve^rles as a reau^ of their effofts/^. 
or they couia realize very, iittier/^sp^ for older 

accounts^ ' • ' '\ - - ^' ^-^ V ' ' ' 

. , . ' * in our^;c^in^b^ » i t_ is u'n'l i^el3?^ t$iat many schopl s 

/participating- fri ths Cfirect Loan Program will achieye • 
. ' a] ^^^lifTS'ustainihg revblyih^ ftthajstatus an^ sbbh 

• ^vaaVif they adher^^^c relatively -new due 
diligeficet requirements; ^ , - • . 

' ' '-V'^. • ■■■■■ ^ ■ ; ■ ■ 
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* '. PRQBfiRMS CAUSING\ CONTINUED 

SXgH-LQAN DELINQUENCY 

We calculated the cumulative del iriquehcy; rates at 
June 30^ 1977^ fdrthe schools we r^viewed^ The rates 
ranged fromS to 78 percent. The overall rate w^s 21_ 
percent'. Of 14 schb61s_v?hich had delinquency rates of 
at least 18 percent^ 8 had rates of 30 percent or' 
.higher . These high rates - can result f torn a combination 
of controllable and uncontroliabie factor s. ft controll- 
able factor is the effectiveness b£ the schools' loan 
collection procedures. Among the uhcbhtrollabie 
factors are , 

--^legislatibn which requires schools to lend to 
nearly ail eligible—needy — §tudinti and which 
prohibits the use of cosigners ph loans, §Bd 

— privacy consideratibhs which may preclude schools 
from locating borrowers through such divej:^e 
means 'as at ivers license and Vehicle registration, 
or enhancing collections by providing inforifia'^ 
tioh delinquent accounts' to credit bureaus; 

/.gchbol officials express being denied ^' 

new capital contfibutidns or having their requests for 
funds reduced, because of excessive delinquency when they 
; (1| have little cbritrbl bver who receives loans and (2) 
; are hainpered in their efforts to locate borrowers by 
restrictive legislation and reguJLations. 

: ASftLYSlS OF DEblNQOENCY ' ■ '• - 

■ AT SCHOOLS RE TOWED 

The cumulative del'iriquehey rates at Jun^ 30, 1977 , 
for the 19 scilo.bls in pur review ranged from 5 tp 78 
percent. (See 5pp. II). Fbur teen ' schools had a etimu- 
lative del inqtieQcy rate of 18 percent Or higher; 8 had 
rates of 30 percent or higher. As of June 30 v 1977 , 
average delinquent amounts at .the 19 s^hbdlV ranged 
_from $159 to $729 pir bbtrower. fts stated, 6n page 11, on 
delinquent Igans haying cumulative principal outstanding, 
at June 30 , 1977 , b£ $11.2 million, schdols reported 
that $5.1 million was the amount of payments which had 
been overdue longer than 120 days. The fbllbwing table 
shbws cumulative delinquency rates .'for the schools 
reviewed . ... \^ . - • 
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belirtqaericy 
cate 

in percent < 

' 0 - 10 
11 - '30 ; 
31 ^60 
dver 60 

Total 



: Juhe^Q. 197 7 
-Number 

tut ions 
rep 



a/ 



5 
7 
6 

19 





Number 
of; ins ti- 


Percent . 


of i- 


' tut ions 


total 


. j-reportincf 


26,3 




•36;8 • 


5 . 


31.0 




5.3 




100.0 ^ ■ 


19 : 



• .♦■ fis. of. ■ * 
- — Jiirie 30 > 1976 

Peijtent' 
of , • • 



■a/78 •percent ... 
i W91 percent (same school as note a) 
' percent , (same school as note a), 



21. t 

21 ;3 

47. 4. 
5.3 



'100.0 



r3we-3 0 . 1975 



Number 

■of iiisti- " Percent, 



tut ions 



of 



reporting to%al^ 



c/ 



5 
5 
8 

_i 
19 




26.3 
26.3 
42.1 ' 
5 -.3 • 

100.0 



-P,®;tai5ie Shows a Short- term i^^ 

^'delinquency rates; however^ analysis over -a loiigfer 
period would provide a better measure of trends inthe / > 
del inqueeicy.siates. Because information was not avail- 

Xa^le we equld not develop such trend data. Also, the' 
above analysis- shows the schools' cumulative delinquency, 
tatesj rather tlian . annual rates so that changes in the 
schools^ situations are less clear, than they would be"-^ 

' 'is — l^®"^^"^"^ rates were expressed in annual terms. 

_ Therefore, we used a formula generated by .the Edycatidnal 
• Testing Service in. its study of the Direct Loan 'Prog rsiiti 

. ( see p. 2^ to calculate- annual rates — the ' amounts 
paa.t due 1 year or less expressed' as a percentage of ■ 
the. cbllectioriS tot the year plus the aitlbUhts past due 
Fyear^or less... ■ ;;„■■■■ 

We' analyzed annual rates for the 19 schools for ' ' 

the 12~raonth peribds erided Jfcne. 39, 1975, ^976 -and 1977" 
The results of this analysis^ showed that the situation * * 
was imptdving at only seven schools, at these peven 
schools^ the net decrease:; in the annual delinquency 
rates from 1975 to 1977 ranged from 14 to 63 percent; 
One school's rate d"id not change. . Th& rernaining li ' 
schools showed net increases (in their rates) ranging 
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from 23 to 733 percentj. 1/ Delinquency; rates increaXd 
at three of the five 2-year public schools and , at all • 
three of the proprietary schools included in our rgview* 
; For more details^ see appendix III. 

■ j^^^^ in order of ahnaal dei4i-^ 

qu^ncy' rftef _'f^ to lowest for each of tfe 3' 

. .years. Qur analysis sh^ that the relative position 
*' of severt- schools did not vary hf more than three posi- 
tions between any 2 years. Positions of the remaihihg 
12 schools fhowed greater variation between any 2 yearsi 
We also ngted^ that 7 of the 19 scKools eohsis^ently had 
the highest delinquency rates' dur ihg each of the 3 years 
^11 but one of these seven schools were either 2-year 
'^"'-lic or proprietary schools. 



■ _ Of the 19 schools in our review, 5 did. hot request 
new^Pederal capital contributions, 5 requested te were 
denized nev monies; and the remaihihg 9 requested and 
receivedPederal capital contr ibutibhs for the 1977-78 
award period. The following table provides a breakdown^ 
using OEVs most recent delinquency rate categories, of 
the number of schools we reviewed which fell in each 
category as of June 30, 1977. 





Sid hbt 


Were 


Delinquency 


fequest 


denied 




funds 


funds 


6-10 


2 




11 - 3d . 


1 


2 


31 - 60 


• 1 


3 


over 60 


a/ i 




Total 


, 5 ■ 


5 









Requested and* 

received 

funds 

• .:3 

. 2- 



a/78 . percent 



9: 



1/The school with a 733 percent increase was a 2-year 
private nonprofit institution which experienced ah 
increase in its annual delinquency rate from 3 to 25 
percent. Although the percentage increase is high, 
this does not mean that the school had the worst 1 
delinquency problem. , For instance, a prdprietarv 
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liJ^Becember 1977 , pE estimated the delinciuency 
rate for all participating schools at' 12 pirqent ^ 
and the rate for ?-yeaif public institutions at 31 
percent — the highest ambrig the various types of 

.schools, our analysis of deiinquency rates for 
the 19 schools reviewed showed that when ranked 
from the highest to the lowest, 2-year public and 
proprietary schools have the highest ' cumulative ^ 

-delinquency rates. For example^ at June 30,^1977, 
5 6g the Id schools having the highest cumulative - 
delinquency rates were 2-year public and proprietary 
schools. Appendix II lists schools by type .and 

.their cumulative delinquency rates at June 30^ 1977. 

The results of our Analysis appear to be similar 
to those reported by the staff of the Board of Gover- 
nors of California Community Cblleges for California 
schools in a September. 1977 report to the Board of 
Governors. The^repbrt stated^that the- delinquency 
j^te among California cpramunity colleges was more than 
40^percent— or four times the rate of either the * 
(Jniversity of California or the State Uriiversity and 
Colleges. The report mentioned several factors which 
qpntributed to the unusually high del inqaency\r ate. 

"First, and the major ebhtributibn to this, 
problem, is^ that in past years institutions 
were not only urged by the Office of Educa- 
tibh to use ipan funds but were prohibited 
from discriminating for any teasbh regarding 
the award of ^oans to students. Thus, for a 
.student who had an unmet fihaheial heed and 
who may have been a poor loan risk, the aid 
' officer had no legal means of denying that " 
. ^^^Udeht loan fUhds if* the money was available* 
Research documents that Commuhity .Colleges ^ 
traditionally enroll the^^^^m^ 

ina.bme/disadvantagfed students who may be ift ' 
the higher loan risk categbry* However^ high 
. delinquency J ates have been hot only ; the result 
pf restrictive O.E. guidelines but of, poor col- 
lection efforts by the institutions. Otheg 
than lack of adequate staff ijig, a factor added 
to the collection problems, is the mobility 
of Community College students and the lack 
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of knowledge of aid offices regarding their, 
students* future enrollment status. Aid dffi- 
qeris claim that with insufficient financial 
/ ; aid staff r both in the business and financial 
: aid offices^ they are unabie^top dif- 
ferentiate betweenthose students who drop-out 
frorn those who transfer to another Institution. 
Because of the lack of sophisticated methods to ; 
determine the enrollment status of these 
students^- they are simply re^^ as '^elih- 

guent.^ In a high major i/ty b£ cases ^ e 
College students trahsferi^ahd do not inform 
the aidf^bffice of their new enrollment status 
and/br their new or forwarding address, fis a 
result^ this student is recorded as ' delinquent V 
at the previous institution."" v 

The report endbufaged institutibhs to undertake 
a cost/benefit analysis to determine if continued 
participation in the program was advantageous to 
the institution and its students. 

_ Qfficiais at the schools in our review cited 
some of the following reasons for high delinquency 
rates. . . . , 

--Statutbry-^language^dbe^ credit 
mahagement_prbcesses credit 
checks r_ and legisla^^ schdbls from 

requiring cosigners or from denying loans to 
certain students who are considered poor credit 
risks. ' 

— Students are transitory^ 

--The Internal Revenue -Service's skiptracing 
service cannot b^ used . 1/ w 

—Strong collectidn efforts, uritii recent years^ 
were not used . ' 



1/HiRi 6715; 95th Congress, wh would restore OE's 
authority to use this servlceir was passed byVthe 
House of Representatives on OetbBer 17, 1977. On 
February 3, 1978 ^ the bill was ordered to be reported 
out of the Senate ebnfinittee on Finance. 
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v-Technical assistance has not b^en provided by 
anybner including 0E, to help establish credit 
management procedures. 

—Students have not ^iled deferment forms and 
reported address changes. 

— Students do hot^uhderstahd the repayment 
obligation, despite the fact that they sigh 
promissory notes and attend exit interviews. 




DELINQUENCY 



_ In addition to analyzing management practices and 
delinquehey (se examined other factors'' 

relationship to delinquency. For example ^ among the 
factors were 

--type of institution; 

--percentage of Direct toan recipients to total 
ertrdllmeht; 

--percentage of total aid recipients to 
total enrollment; ^ 

— ^^percentagfe of Direct Loan recipients to totil aid 
recipients; 

--the average delinquent amount per delinquent 
bbrrpwer; - 

— the average Direct Loan amount; and 

" y®^^ which the school first participated 

f Nin the program. 

Of the seven items examined,, three showed a sighif- 
. icaait relatiorsship to delinquency: (ij the type ©£ 
institution, (2j the per.centage of Direct Loan iecipi- 
ents to total aid recipients^ and (3) the\year in which 
the school first^artieipated in the program. Of -the 
19 schools revr&wed, the 5 having the fcwrglfist cumulative 

'i: ■ , : -A • . , ,^ ■ ■, ■ ' ■ ■ ^ 



j 
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delinquent rates were foiir 2-year public schools and 
one proprietary institution. 

_j__The <5^mMlative delinquency rates for the seven « 
schools which have been in the Direct iiban Program 
since it began ranged from 5 to 39 percent (4 of the 
7 had_ rates of 10 percent or less) . The rates for nine 
schools which entered the program in 1966* or later _ 
'rahgea_fr6m 7 to 78 percent (5 of the 9 had rates of 
more than 3d percent ) . One explanation is that all 
schools which have been iri the program since it* started 
are 4-year institut ions ^ which have already been shown 
to_ have lower delihg.uehcy rates. Also ^ many obmm unity 
colleges did hot enter Jthe program until the ffiid-1960s . 
or later^ and these schools typically have higher 
delinquency rates. 

_ _ ftn inverse relationship existed between delinquency 
and the proportion of Direct Loan recipients to total ^ 
aid recipients; That is, the lower a school 's ratio of 
Direct Loan recipients to total aid recipients, the ^ 
higher its delinquency rate tended to be. 
: _ • • .- V ■ • ' 

Two other factors showed some; (but a : 
significant) relationship to delihquehcy 

. --The ratio of Direct Loan reeipiehts: to total 
* enrbllinent. * r • 

--The average loan amount. 

An inverse feiition^hip was indicated between 
del inquency and the number of Direct Loan v recipients 

'compared to total enroilment. Thus, higher delin- 
quency rates are found aipong schools having a low ratio ' 
of Direct Loan recipients to total enrollment, a pos- 
sible reason is that 'guch schools h^^ 
low investineht^ih. the program and may therefore iacK 

^the necessary concern regarding cJelih^ 

Vtpwer delinquency rates were more cdrarabh among 
-School3 haying a higher average loan amount . The type 
of institution may explain this situation because 
most schools having the higher averAge loans per- student 
were 4-year institatibhs which typically have lower, • 
delinquency rates i , 
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. EDaCfiTIONAL TESTING SERVICE . : • ; 

STUDY RESULTS • i \' 

■' ■ _ ■ : - - _ _ 

May 1970 f the Educational TJe^ting Service 
submitted a proj^osal to^and subsec[u^ntly eorttracted with 
OE to perform a^'study of the National Defense Student 
Loan Program^ The orgahizatibh proposed a .comprehensive 
study to , . : 

. ' ' ■ ■ ■ ■ . ■ - . . * ' . 

"determine whether the legislative intent had been 

':: ■ ,:. . .-^ ... 

— study the management effectiveness and the 
program's impact^, and - 

---make specif^ for improving the 

^rm and administration of the program. 

:__ M^rprganization (1) mailed questi6hnai loan 
officials (financial aid and fiscal) at all participating 
in!^titutiQnsv (2> interviewed officials at 35 inst.i- 
tutionSj_ (3)* interviewed 10 to 29 borrowers ^t each, 
of the 35 schools, and (4) analyzed data obtained from 
schools' applications for funds- and expenditure reports. 

\^Altfiougfe the organization did notsfnd OE a final 
, report on the study results. becauie of i^^ in . 

other work it sent some preliminary resM^ts to OE in 
July 1974. The analyses included-: the relationship 
between institutions^ administr-ative practices and 
their delinqueheyrates^ institution billing proce- 
•dures^ institution deferment and cancellation proce 
duress us^ ojE commerci'al billing and cbllectiori serv 
ices^ procedures for pursuing delinquent bbrpower. 
delinque^ncy ratesi and maintaining cbhtaet's during 
the grace |)eriod. In its analysis, the Educational- 
Testing Servi^;^e_i}sed annual delihquency rates father 
than cumulative rates bec.ause the firm felt annual 
f rates^ wbuld be more resppnsiv^^^ 

administrative practices in* a given year . A discus- 
. s ion of the firm' s findings follows. ' . 

£x4t intervlevks . 

' The study showed that schools having lower deiih- 

quem^y rates we inbre likely tQ conduct exit inters 
views with nearly all graduating borrowers and vise : 
versa. The' study reported that many schools have 
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' di'f f icul ty arranging; .exit intervigws With students ; 
whb yterffiihate before graduating because these students,/, 
generally leave with littte or ho notice^ _ ' : 

There was also a significant relationship^between con-^ 
ducting exit interviews- with dropouts and delinquency 

.: rates. ■ V - . ^ ," 

^ 1;'. There wa^ significant felatiohship between 
delinquency jr a and schools' methods for cbhSiaetihgv ^ 
interviews, riiei^ ihdividual versus group^^ . ' 

^fhe' f'lnQ.t^ of conducting 

'tl^ie interview is 50t^^^^^^ as important as the actual 
cqnductvpOf the interview* 

V whether^ during the exit 

ihteryieWf the schedule pf repayment was diseusse^^ 
wheth« they felt bbr^^^ gained a thorough understandr- 
ing / 6^ their rijep'^^ Analysis of responses 

indicated that .school? with iQwer c3elinquenc^ rates were 
more likely to discuss the repayment schedule during the 
ijiterview. There was a sagnif icant reiat ionship between _ 
delinquency -iatf»^and^:t peri^eived borrowers V under stah{3- 
ihg^ after the ; int^rviewr bf^feei^^xepayitieht bbli^atiphs. 

_Thfe^,^tudy al^ with'" lower 

delinquency rates were somewhit more likely to obtain V 
the address o£ tl^e Vbor rower is^^ versa. 
Hotiyever there were no ciearqut fe^^ 

delinquency, rates arid the obt during the exit 

interviewr of ; ^ 

\ - ^ -^-^the borrower's the first billing, 

--the address^ 6f references/ - )• ^ ' ^^<<^3' 

, -Tthe addresf )Df the borrdwer,'& v * - 

" — the addr^s&^bf the bo'rfower^s churchy or 

r-r the address :^^he^ employer. 



i ^ The study ^queried^tinsti tut ions on their adminis- \ 
trjftive arrangeraenti regarding canfceliatib arid defer-^ 
ffi^nt forms. Qhly. 15 perdent b 

responded sent these £brm& all bbrrbwersi ftbdut 49 
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v^ercent of the SGhools.serit the forms to ^dhly those 
■:■ borrowers Who reqUisted them. Two-year schools (both 
public and private) were more likely than other types 
of schools to. expect borrowers to request the , forms. 

. -The study asked fiscal officials to identify 
problem areas iij_adi93iiiitering .^^^^ program by 

indicating the degree of difficulty exper«ced with 
several aspects of the program, inclu^«g^etermin- 
ing borrowers V e^igibiii€y for GancenatfMhs and 
deferments; determining amounts to bi ^aneelled and 

"lajority of schools (about 7B petceBt) ' 
Had little or no difficulty determining /eliqib^^^ - 
for cancellations. A similar situation existed for 
determining deferment eligibility\with 73 percent of 
the schools expressing little or no difficulty. Of v 
the yarious types of schools, schools had the 

Vleast difficulty in their eWgifeillty determinations 
tor both c^^ncellatibhs and deferments. 

'. - ■ i _ - ' ' , - - . ■ ♦ ' 

- . . . Afcoatitwo-tfiirdsi of the schb^^ responding had 
liCtie or no difficulty determihing amounts to be 
canceled. However, schools 'apparently had more dif- 
ficulty in. maintainihg -reeords to allow^ postponement 
Of installments in anticipation of cancellations.- , 
About 23 percent of the schools had some, or eon- ■ 

area, with 4-ylaf public 
institut tons: having somewhat more difficulty than other 
types o^ schools. 

-of the biggest p^^ for schools is timely 

subma-ssion bx borrowers of their cancellation and defer- 
ment forms., tor. example, the study ihowed that over 55 
percent, had some^or considerable difficulty in obtairrinq 

^iraely submission of cancellation rorms and 62 percent 
had similar pEobleras with deferment forms. Fou|-year ' 

.public schools, experienced mbr.e difficulty than/other 
types of schools. , . , 

Use of commercial billing ' " ^ - 

and "coilectibh services - : 

^ Mpre than bne-third Of the schools included^ the 
Educational Testing service Vs study used a cbmmeMial 
^"9^ service. lAlthbugh the Testing Service did n^ot 
. define hard-core" delinquent accounts, it did distih- 
guish between all and hard-core- delinquent accbunts. 
^ The study shbwed that about 25 percent of the schools 
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ased. an outside collectidri agency for all delinquent 
accounts, whereas 40 percent of the schools used a col- 
lection agency for hard-core accounts. The study 
revealed that private institutions were more likely 
to Use a billing service, whereas public schools made 
more use of collection agencies. 

#t£e^^lue^diligenQ^;ef forts 
. _ ■ ■ _ _ ■■ , ^ ■ 

; There are numerous procedures school s_may efflpioy 

as well as administrative sanctioiis they may take with 
respect to bbf rowers in repayment status. _Pbr example, 
. the study queried school' officials about the number 
of times de-linquent borrowers are Reminded of their 
obligations before legal action is considered. The ' 
majority {§3. percent) df» the schools indicated a fre- 
quency of five Or more times, . ' 

: flmOhg the sanctions used by schools included in ^ the 
study were ^^<.v ; 

23 petcent\ assessed penalty charges for loans not 
. paid when due, 

— 64 percerit prohibited release of grade- 
trahseripts for delinquent borrowers, 

, "^^IJ^PfiHcent sent' letters threatening legal 
M€ti^ to delinquen.t borrqwerSf * 

— 68 percent turned delinquent accounts o\rer 
to a lawyer Or a ebllectibn agency, and 

— 26 percent charged the borrower for 
collectibh costs, _ 

The Educational Testing Service istudy Queried 
fiscal officers about the degree of difficulty of 
several administrative fuhetions^such as complying 
with truth-in-lendihg legislation, preparing OE's v 
fiscal dperatiohs reports .(.the ehd-of -year expendi- 
tures report) r retaining professional and clerical . . 
staff for loan billing and collections^ and Ibcatihg ' 
delinquent- borrowers. Of ithi above fuhctions^ 
schools had -the greatest difficulty locat - 
. delinquent borrowers. About 80 percent ih^ 

some or considerable difficulty perfofrairtg this task* * 



ERIC 



About 90 percent of the 4-year ' public institutions 
had difficulty locating bbrrbWexsV and 60 percent 
of the_2-year private schools .identified iogatlng 
borrbwers as a somewhat or considerable problems 

Qver 50 percent of the schools expressed some or 
cohsiderable difficulty maintaining contact with bor- 
rowers between the time they leave school and when 
their first payment is due> and preparing OE's^^iscai 
/operations reports. Publ id institutions appeared to 
have more prbblems in these areas than did the private 
institutions. \ 

Retention of professional and clerical staff 
responsible for loan billing and collections did. _ 
Qot seem to be a major problem for schbbls included 
in the study. Oyer 50 percent stated that they had 
little or no diffdculty retaining st^ff to perform . 
these futictibhS. ^ftjtjout 25 percent stated the questiort 
did not apply to theirt^ The Educational Testing Service 
concluded that most oB the schools in this category 
probably used commercial billing setvices. 

'0E has determined that truth-in-letiding 

requirements_apply' tb lenders participating in the ; 
Direct Loan Program. Fiscal officers were asked the 
extent of difficulty complying with these require- 
ments^. Nearly 80 percent resppnded with "little or 
no difficulty." About 13 percent of public universi- 
ties and 12 percent -of 4-yeaT private schools indi^. ^ 
cated some or considerable d'ifficulty. ^ ' ^- 

The st.udy also requested officials to assess the 
effpctiveness^bf several techniques for locating 
delinquent bbrrowers^- including the Federal skiptrac- 
ing service; parents or guardians; alumni of f ices ; ^ 
college placement officers; drivers license agencies; 
armed forces;^merchants* .retail credit associations; 
and schools to which grade transcripts have been sent i 

Fiscal officers reported that the most effeetivi. 

method for locating delihgight borrowers was contact- 
. ing^ their parents.. Seventy-two percent stited' that 
such cbntact was fairly or very effective. The next 
mc^t effective way was contacting the alumni- bff ice 
(38 percent foiipwed by contacts with schbbls tb 
which transcripts had been sent (31 percent) ;. Armed 
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Forces percent) ; Federal skiptrkcing serv^^^^ • 
pejTcent); and dr ivers license ; agencies 10 peircent). 

The sttidy cqropared various admiHiittative 
practices with schools' delinquency rStes^ rey^aiing 

schools, with the: 16we;st*,delin^^^^ 

i niore likely^b rdutineiy send teacher cahcella^' 

tion request formsMOE requires borrowers ^^^^ 
teach to file these form^ 

requisite to canceling a pbrtio.n Of th 
toans) only to borrowers who taught' thei^^^^ 
ing year. ;cbhver^ely:schb61s which genlf^^^ 
forms to. all bbrrbwerS and those which Sent 
V forms bhly upon the borrowers* requests tended • 
to have higher deiinqtaSncy rite^, 

— "fephbols which took the initiative and sent 

V r^qaest for deferment- forms to- borrowers rather ' ^ 

, than waiting for , students to request the forms, '^1 

were more likely to have lower delinquency rates, f 

schools with lower delinquency rates were more ■ ^ 
.likely to prepare bills manually than by eom- 



— seftbbls with higher delinguphcy rates were more 
yi^yy to use a commercitlu .b 

— the If e was Ho significant relatioralliip between 
the^frequency of billing and the delinquency 
^^^^^M ^^^vsen assessment of penalty charges 
and delinquency r cites, 

r-sch,6o^ls with lowir delinquency rites were more 
likely to send five or mote reminders to'delih-' 
qqent borrowers^ ■ ' ^ * ' ■ 

— schools with loWfex delinquency rites were more 
likely to prohibit release of grade transcripts 

^j:[for delinquent bot rowers, * [_ ^ . v . 



i/However^ schools with the best collectibh record were 
more likely to send quarterly bills. 
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— there was no significant relationship between 
delinquency rates and whether acfiools sent 
letters *threatehihg legal action to delinquent; ^ 

* borrowers^ • ; 

.)' _ • ■ . . ■ ■ . _ 

■_ . , ^ 

—although nqt a sig;nif icant dif ferencer, a sdmewhatfr 
l; higher percentage (76 versus '7.01 of schbMs with ' 
lower dellnqufxicy rates than schools w±t| higher 
delinquency /rates turned accounts 6ver to a 
lawyer or cdllectibTi agency^ 

- _ - - - ^ ■_ ■ ■' < ^ 

charging delinquent borrowers for collection 



costs appeared to be^ r I4ttl^ relationship to 
a school's d;elinquency fate, and 

, — there was no significant relationship between 
\. permitting partial paymefhts and a School's 
delinquency rate i / " 

_ ; The study's bveraii conclusion wks that a higher: 
delinquency fate; w^^ associ^ited with Jjeing a 2-year 
institution, using a billing servicfO>eihg a public 
institution, and^ billing on a mpnthl^^r bimbhthly 
basils. Lowest fates were associated :;*^th having exit 
interv_iews^wi|hj students whb drop but bf school, turn- 
ing delinqtiea^^^^ bver to a lawyer or collection 
ag^hbyr discMs^^ schedule during the 
exirt interview^ and conducting 
^?exit .interviews^ ^^'^ graduating borrowers. ; t 

:' j^:' _ ' I /'__ _' ' ' ' ■ ■■ • ' " ' 

• EPFgRTS TO IMPROVE PROGRAM ' 
MftNft6EB<BNT ~~ 

HEW officials told us ^Sey are planning program 
reviews at IbQut 2^000 participating institutions. 
HEW has idehtifiea 18 factors that can serve as indi- 
cators of probj^ms in administering and managing 
student assistance programs. A key factor is the 
Direct Loan default rMte. Only institutibhs; with 
a high rate were iincluded oh the list of sehbbj's 
scheduled for prog tarn reviews". The reviews are tehta- 
tively scheduled fbi April-September bf 1978, 

CONCLUSIONS \ ' ■ . \ " 

in out analysis of various factdrsr such as tbEal 
enrollment, the number of aid recipients^ and* 1 bah 
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amounts , _we . found, that the type of institutidn i'so a 
primary factor related to delinquency r ates--2-^year 
public and proprietary ihsfci tut ions appear 'to have ; 
tSe greatest^ problems_.with^d^l inquen^ These 
points are supported by other studies. The year in 
whicli^:the school first entered* the program: and the . j 
. |>ropdrtipn of Direct Loah to total aid recipients also 
ibear /l_ sighif^^ to delinquehey. In 

i^lner^l^y sc havei^beeh in the prpgram since 

'3it s^iaffted i^ye^a. 1 ratibjbf Di^eet tpai>^'t^ 
ja 1 d;^r eai p ar e^ 4 - y e a r in s t i t u t i On s whi ch t e nd 

ilto>Kave'^ del ijnqufency rates, . 

V .,PrtJ&]^ems w a combina- 

t^j5n <^ uncpritrollable factors* 

'iSi^^i^i S^ alleviate their^Jdel inquency 

{t^0^s ^^i^ procedures--- including 

0^t^J^iLtt^ adeguatf st&f f to monitor 

:^?|i^^|^tus oT 'l effort^^ of collec-' ' 

^ t|^h^5 littl^^ control 

j^^^ :i3f 'tfte program because: 

V . !v»^-p^ rejqUires , schools to lend ; 

{ heed^); students, ahd 

scfiools V - efforts 

; -,-to £bca\:^ borrowers^ . r 

Wjg noted that five ibf ; the schools in biir -review 
having; delinquency rates of over 30 percenteither 
did hbt request he>f^: Federal capital cbntrj;butibns Or 
were denied them By. 'QE; however / two bthers did receive 
new funds. 

_ A possible.: sanction HEW could use is to deny new 
funds to schools if their del inquency • rates exceed a 
certain maximum- percentage . However ^ a problem in 
using this sahctibh is that the delihguehcy rate maV 
reflect fl) .bad management practicesjiri y^ 
which have subsequently been improved > (2| a school 
w^iibh has a high^propbrtioh 6 bor rowers ^- 

and (3) other c6i!rected or seemingly valid reasons/ 
:lh order to deci(3e which schools' rates are due tb .. 
their own j)oor collection efforts or dthff admihisr- ' < ; 
t'rative procedures _ahd those which are attributable. 
tb -uncbhtr oil able factbrs^ QE coul<3 determine a\ cutof f ' 
delinquency rate such as 30 percent and review tfte 



management praqtices of -ins^ rates. - 

♦exceeding this limit ancf^^^^ trends in tlieir delih- 
•"guency. raises. As noted ^ HEW/ has planned reviews' 
at 2/000 par ticipatin^^^^ institutibflts which have i 
ihdicatix^hs of VprobJ in administer ing and mail- 
raging student assistance programs. 

. Schools which have a delinquency rate of 30: per- 
::^cent or more or which ,have rates that appear tb; be : 
'increasing because of the schools ' poor mana^^ 
practices would be deel ihetlgible-fbr hew capital 

cbhtributibhs^unfcil theyhad aci^d to cor rect these man- 
a^g^inent weaknesses. would servp as ari incentive . 

for^schools to cohtrpl or reduce Direqt" Loan delinquency 
rates. 

As raentidned on page 29 existing, prbgr aim legislation 
requires schools to lend tb heariy all eligible students 
and, privacy ebhsideratiphs hampe their attempts to • 
Ibcatei bbr rbwersi . ' » 

These two "uhcontr pliable^ the. schools' 

viewpoint raise tjwo questions th^t might warrant 
consideration. ; 

; — Should efforts, be made to lojSie^^^^ 

rates thrbUgh tightening :ei;i;^4fc^ 
mentsr thu^ielimjLha borrowe^rs %r 

^ from the program?^ \ - , 

— Shbuld privacy consider ationg^ which hamper 
efforts to locate delinquent borrowers^ be-.. 
■ ■• ^relaxed? . r ■ ■ 

* ' ^^t, . : ' • ■ ' * ^ .■ .. ' ^ * ' 

; . HbiS^ever;/ requirement^ are tijgh£e^ed > 

sbine students whp .^esf rye Ebans might tfe deemed 

iheiigible if tff^ir ^^^C^^^^ 

detecmining eligibility; Also^ if pr ivacyr bgnisi^ 
tions are relaxed, individuals^ privacy wbi^ sacri- 
ficed to some. extent in order to enable; s locate 
borrciwers. . . ' ' 

Even if the overall program delinquejScy ra^ 
stabilizes , there will be a need- for Federal 

capital contributions to replenish funds not: collected. . : 
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RISK PROFILES OF BORROWERS 



Because of time cohstraihts we analyzed ris 
p^pfile information at' on of the 19 schools In 

our review; Directy Loan recipients display different 
acadjeinicr financial v .and demographic characteristics. 
Spm6 of tifese characteristics can be delated to whether 
the recipients repay their Ipans ;on tim^^^ has 
ah impact oh schools' heeds for Pedera-l ^capital co^ 
tr ibyttibhs. ftlsb^ by analyzing differences^ 
bhtime and delinquent borrowers, 1/ scho can 
better predict borrower characterTstica that %^Xi 
more likely result in a delinqiaent account. 

)r the 18 scl^DplSy we^examihed financial aid 
fllfs^hd regiTstrars' reebrds> ahd files of admissions 
off joes ahd bther campus offices to obtain bo 
^r^T^lle informati^ 

Jtributions for the tot^ sample and eacht subsample 

[ontime and delinquent) . We per formed tests of Sfigi^i"* 
ficant diff erence conc^arning these chaVf cter iltics 
for each subsample. This chapter addf^ssesVthe exist- 
ing situation atthe 18 schbbls and the characteristics 
whidh were sighif icahtly different; between' our bntime 
and delihqueht samples^ . . 

The universe of ontime and del ihi<|uent bbrrbwers, 
as determined from OE's fiscal operations reS)brts as ; 
of June 30^ 1977? and recbrds at 18 sc|ibbiB included '4' 
in the risk prbfile segit^ht bf the reviiew, was 13,732 



1/Ontime borrowers are those whose repsyiHpntar hayg; ^ 
made on schedule. Delinquent boribjweifs ate those who 
have missed one br mbre payments b^ more than 126 days 
Borrowers whbse aeebuhts ware l.ri28 day^ 
hot iheluded in our sampie^^^cause these b^^ 
could display attributes pi^ bSHh^' bntime and delinquent 

• borrowers; . / » ; */ 



' ' ■' ■ 'ti . ■■■ 

f ' : '. .. ' ' ; 

31 .'di'^' 



and 13*397 respectively, 1/ ebrrespondil 
wete 664 and 657 • . 



g sample sizes 



The^ontime group represented 49.9 ^ 

total ; sampler and the remaining studelitl 
Of those borrowers for whom data was ava 
graphic character: i;§ tics of the twb':grbupk 
were as follows: > 



rceht of the 
were delinquent 
il able /_ demo- 
combined , * 



—Male and female students represented 51 .6 per- 
cent and 48 ,4 percent^ respectively. 



— White students tepresehted 63 percent ; black 
students represented 30 percent; and iiisp^ 
native Americans / and or ieritals represented • 7 
percent. ^1 

—The average age of" students at thej time of their 
last Direct Loan was 21 years. i 

—Most students came from families of six^ 
members or less^ usually with only one member 
in college i 

-^Abbut 88 percent of the students were single, c 

— About 75 percent came from tv^-parent families 
living together at the time the student applied 
for a ioan. 

—Dependent students constituted 54 percent of the 
total sample; 26 percent were independent and 
th^ rest were not classified . ; 

--pas^ajbit budget categories included oh heed 
analyisii' formic students in bur sample 'were as 
fpllQ^Ws: In-State students residing bhcampus (42 
percent) r In-State commuter students (44 percent). 



^The reader is cautioned that, althpugh about 50 percent 
^of the borrowers are delinquent^ . this does hot mean 
the /^elinqu^ncy rate ii 50 percehit because delinquency 
rates referred to thrbiighbut t repbrt are the iestilt; 
of dbllar calbula^ibns (not tfie number of borrower^ j*: 

■ '1 ■ 
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Out-of-state students residing^ o 
^ . - commuting (6 percent ) ^ and "other" {8 percent); 

Some students in bur sample received other aid 
in addition to Direct toans. For example, 21 percent, 
received Supplemental Educational Opportunity Grants; 
29 percent received College Work-Study; 7 percent - 
received Basic Educational. Opi)ort Grants; 6 p^- 

cent received Guaranteed Student Loans; 25 percent 
received State grints; arid 9 percent received private 
scholarsKips. We did riot analyze students * total aid 
packages. 

The majority of students had loans which went 
into; repayment status between 1970 arid 19777-with over 
59 percent entering repaymerit betweeri 1974 and 1977; , 
About 70 percent of the stiiderits were on a quarterly 
billihg plari. sriother 17 percent were billed mohthlyf. 
Slightly over 36 perce'rit ^bf the students paid their, 
first iristallmeht bri tjjne; whereas 43 percent did 
riot. We were unable to determine the payment history 
of the remaining students. We determined that, as bf, 
Junf 30, 1977, 43 percent of the students were actually 
on time even though the numbers obtained from OB ahd^ 
school record^ indicated 50 percerit were bh time; Of 
those delinguerit borrowers £br whom information was "^ "C: 

available, 41 percent had missed more than three' 
payraerits. 



BORROWER 



_• __ _ _ * 

We developed prof iles of the character tstics mogt 
and least associated with Direct tbari delinquency by 
considering both the sighifieance of the difference 
between the ohtime arid aelinquent groups on overall' 
factors arid t-he specific breakdown of oharactefistics 
within the factors studied; The overall facfe^ studied 
were (Jtembgraphici financial, academio arid ^Sireet tbari 
statusi Data was collected on^everal variables for 
each factor . Sppenflix IV describes in detail the 
development of borrower prbfileSi 

— - - - - ^-S- - _ - _ _ 

The fbllbwirig table shows the characteristics mo^t 
and least associated with delinquency. \^ 
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Characteristics 
leaist associated 
with deliriquericy 

^ite or briehtal 
Single J 

Being an in-State 
student 

Haying prppdrtidnately . 
higher levels of parental 
income^ educational cdst^ 
family contribution r and 
assets from summer savings 

Relatively higher grade 
point averages and 
scholastic test scores 

Significantly higher loan 

_ amounts 

Being oh ahhual tepayment 

plah^ ' 
Mafcing the first install- 
V mejit on time 



Characteristics 
most associated 
with delinquency 

Blackr hispanicr or 
native American 

Divorced r separatfedr 
or widowed 

Being an out-of-State - 
student \ 

Haying proportibhately 
lower levels of 
par ehtal income 9 
educational costr 
family contribution, 
and assets from 
summer savings 

Lower academic stand- 
ing arid failure to 
graduate 

Significantly lower 
Joan amounts 

Being on monthly or 
guarterly repaymerit 
plans 

Not making the. ;first 
iristallmerit bh time 



. The above descriptibn of Direct Loan ontime and 
delinquent borrowers pbrtrays general characteristics 
which I. based oh bur analyses of sampled records'^ ^khibit 
a relatively high degpee of telatibnghip to Ib^ri repay- 
ment status. When used as general guidelines, in cohjuhc- 
tibn with pthqr factors invplved. in the Direct Loan j?ro- 
gr am, they may provide additibrial information and insight 
into the decisionmakirig prbeess*. 



. CHAPTER 5 ^ 

SeOP E 0F REVIEW 

_0ur review was conducted at Office 6f Edueatipi^ 
headguarters in Washington, D.C. ^ aiid at 19 post-' ' 
secondary educational institutions in 9 States i The 
institutions visited were four 4-year puBlic,- fq.ur 
4-year private hdnprbfit^ fiye 2-year public, titreTe 
2-year private hbhprbf it v:oiieges, and three prom- 
pt ietary schbolSi , 

We examined student aid fileSf loan Recount 

ledgers, and other docuffients. uliihg pr qjaes- • - 

tions fbr the raanageineht practices pbrti^ 
review, we interviewed finanbial a'ia officials, busi- 
• ness bf fibers, and other institutional personnel. We 
alsb held discussibns with OE headquarters officials. 

?o assess the delinquency situatibh at the schbbls 
in our review, we calculated (accbrdihg to the OE' meiftbd 
as noted on ip.^ 3) schbbll' ^cumulative delihquency^afees 
at June 30, 1977^ and cbhipared these rates with those 
calculated by Op for the 2 previous years. Also, we 
gerfbrmed cbrr.elaitibn analyses between the cuniulatiye 
delinquency rates at June 30, 1977, and certain adinihis- 
trative practices at the schools to determine whether 
adherence to SEW' s due diligence criteria was signifi- ; 
bant in minimizing the delinquehby rate. In additlbn, 
we calculated annual del ihqueHcy rates (u^ 
method noted on bill6) fbr the perlb^ ended June 30. 
1975, 1976, arid 077. > 

The 19 schbblq included in bar review bf institu- 
tions 'management of the Direct Loa^ Prbgrain accent 
for abbgt 1 percent of the cumulative- butstahdihi Ibah 
volume since the program's inceptibri. T 

SAMPLE SELECTION-- 
XNSTITOTIONS AND "STUDENTS 

Educational Institatibhs were. selected bn a 
judgmental basis, giving consideration tb the follb^ihg: 

— Type bf school. 



—Geographic locatibh. 



I 



, --whether the schppi was receivihg new Federal 7^ ,' 

• ' rxapital ebhtribiitibris; • X. ' ; -'i , ■• 'j.:;' 

. ; , Student files were selected using randbm' sampling 
.. tecfhhiques. The purpose of our analyses was to identify : . 
student facftprs (demographic, financial heed, acad^ ' ' 

Birect toan statusJ; which- may be indicators o^. delih^^ 
^nd co:uLd- be useful in identifying a risk profile" of ' ' ' : ' 

• ibprrowers. Two samples--one_f^^^ and 
, the other for delinquent borrowers-^wer^ selected. The ' • '•' 
•sample sizes were^664 and, 66-7, respectively. Our analysis ' * 
focused on .id^ntif j^ing characteristics,. of borrowers "which 
differed significantly between the on time and delinqtient 
.groups.' ; • . ' y /r,. - 
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bn Apr il 12> 1978v we discussed the contents 
of this report with, Department Education/ ^ 

arid Welfare officials from the Office of thf Secretary 
and the Office of Educatibh. 

: ^ These of |io^ 

. a s^elf-sustaihing -revolving fund status^ postsecondary . - 

education costs and enrol-lmeftts would have to remain 
stable or schgpls would have' tp receive massive 
^ increases ih fiharfcial aid. Although student aid has 
increased^ the cost of ^bstseco education has 

also increased si^hif ie;&htlyi These HEW officials ; 

said "that, eve^ if a accounts 
were col leg ted ^fch^o might; continue to need Federal 
capital contributions, ^ 

HEW officiais;nijted that borro 
were not included Ih^c^ur cbrr^^^^^ analysis of mahage- 

meht practices ahd derihquehcy . T^ a ' 

multivariate cbrrelatibh analysis bf deifnqu6nc^;» ^ f-^ 
mahagemeiit practlcesy and bbrrOwer qharac|e^ • ^ > ^ 

probably would have sho^ borrower charadteristics ' * ' 

"(see 341 have a greater ^effecton .a* school '1^ ( 
del inqjLiency rate th^n do its management practices; 
Regarding the bbrrbVer char^^^ mbst clbsely : ' - 

associated with delingueacy rate Officials^ y v 

based on their khbwledge bf sbciOiSCbhbmib' studies / 
told us that there aQiild be a high cbrrelatibh among 
factbrs such as racef dropouts, and employment status • . 
We^ agree that this cbuid be tru^. ■ : / ^^--::l^>-<^ 

I? ;ftisb^^ they were cbS^^^ about our finding that a _ / 

positive cbrrela^ibn e /^^^'^'^'^ 
rates and the use of cbmmirq^l billing agents i ( See :/ 

. p. 131^ They tbld lis: that/ in, the past, they had / \ , 
encburaged schbblgj With- higl^ use/ \ 

billing agents. A similar e^^ foun^ By / 

the Educatibhal Testing^Service study CQ.nductbd.i in ( 
the early 1976si (See page 2:7.) V 

_ Other comments have been incorporated in apprbpr-tS^^ 

^sectibris of the report. ^ 
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:*3ICttife^ ^iafc* denote 

GOMMiT-riKONTHE mjDorr 

>^^_!iBjM«^_n>^_iiuiac«oii *. L _ ^ 

9, wofo, MM— i n WTAFF wtcTm Washinoton. D.C. 20510 ' 

The Honorable- Elmer B. Staats ; OctobeP 3. 197'/ 

Comptroller General of the United sbtes K ' 

Mneral AccoHhtIng Office Building 
441 G Street 

Washington, b.C. 20548 *\ 

. . , *^ , ■■ ■■ 

bear Elmer: . ■ 



_ s ., '•■ , ._ . ". ' ' • 

The General Accoanting Office report on the National Direct Student 

eSmi?grf!*Vf ^ 1^^^' ^' ^^ ^''^ the Senate Bddget 
Qomnittee^as it pre^ris to consider the FY 1979 budget. ^§1^ 

f nds'a'J^S T2rHt'?r*^^'r *^ °f the Itatus -Of t I nSsl 

leaiflfilnn^ Jhf S*-^^^^ ^^^^^^ In the original 

legtslation, the Federal capital contribation: is to be lapsed, these 
funds must^move to a revolving status. I am requesting that »oU conduct 
f JriL'r'i'^fP^' f to identifs thi statStfof these 

and to look at factors that explain, the apparent dIffirehcS 
mm Institutlons^in establishing /revolve 

?ncfiy?--''" 5 .i^" t^®.™"*^®*"* practices characteristic of the 
shn I?J°"' ^^^^ prpflTe of borrowers that Impact on the : 

m?„ Ha^tJ^ create a revolving fund. He are also interested in deter- 
-^1 the effectiveness of institdtional 

t^'^t^ffj IWce these factors contribute to thi sizl of 
ill ^ A at'^lity to achieve revolving status as originally 

.intended. by. Congress. ; : > 



■V , 



r™J!!^ r"^'*®''! *° impdPtanfctO the Budget 

^T^^ ^''"''^"S «l"''^"g dllibgratiOhs on the 

FY 1979 budget resolution. . v 

^i. J— Insure the avaiiabHity of this Infontiatidn prior to 
the eonm1ttee,'s work on the FY 1979 budget. 1 would like to receive a 
report, from you by January 31. 1978. Our staffs can ineet to work out 

S?i t?--^ sarveyi Your help in this matter 

will b6 greatly appreciated. 

With best wishes i I am 



ours, 
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CUHULAtiVE DELINQUENCY RATES AT JUNE 
~ — ANDftIF 





FOR T4iE- 






School 




(note a) 
V Furrd 
Status 


Delinquency 
rate . 






inote b) 


(percent) 


A', . ■ 


Z-year public 


R-V ' 


= 78 




2-year public 


R-INV \. 


59 




2^ear public 


. NR « 


^ 53 ' 


. D 


2-year public ' . 


R-INV • ■ 


- - 50 


- E 

■ F . . ; ■ . 


Proprietary i 


■ ' NR " 


42 - 


* 2-year private , 


RV ^ ' 


42 


G 


4-year private ^ 


. R-I^iV 




H 


4-year public 


NR 


~ 30 : 




Propri etary 


NR 


27 


J 


2-year private 


R-V 


26 




2-j^ar public 

r ■ ^ - 


R-INV 


" 24 




4-ye^ public 
4-year private 


' NR 

R-INV 


24 

20 . 


N 


2-year private 


NR 

.-.1 " ' " ^■ 


18 

/ " . • . 


- • 0 


' H-year private 


R-V 


k 


p 


Proprietary - 


R-V 


7 




4-^ear private 


NR ;■. _ 


• 5 


■■ ■ ■ - ' ''^ 


4-year public 


: ■ NR- ■ ' : ■ ^- 


- ^ 5 ^ 




4-year public 


NR ■ : 




- a/._eOTputed by GA0 usih^ p. 3. J 





OE has categbrized the schdSls as: _ - v.^ 

R-V - yoluhtarlly did not request Federal capital contributtbns 
-R-INV - rfquesied but did hot receivg cdhtributidhs, 
NR - requiisted and received contributions . 
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a/ . Fpr type of school refer io app. Il ' 
m Change over a 1-yeac period 
m Hot mflable 
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School^ 
T ' (note a] 


\ 4975 


1976 

•———percent-———.-- 


4477^. 


fmn 1Q7^ 

: to 1977 


A 


84 


V , 61 - 


3^ 


-.1 \^^f 


B 


46 


64 


61 




, C 


31 




on 


49 


0 ■ 


44 


43 




(6) 


^ J 


• 28 


33 


5d 


— -u* . 

99 
cc 




22 


18 ^ , 


- ■:^v27 ■; 


5 


6 . 


35 


35 


21 




H 


57 


. 98 


41 e 

■t 1 f. 


t^c\ 
(16) 


I ^ * 


45 




59 f 


T4 . 


J 


: N/A 


• ■ ,33 ' > 


27 


b/ ( 6) 


) k 


16Ni 




?6 


20 . i 


; L 


26 . 


•19 " 


"14 


(12) ^ ; 




. 12 'I 


35 




11 


N - 


3 * V 


' 5 * 


25 


22 


l/^'o V ' . 


- 14 


u 


14 ' 






. 15 


idd 


100 . '* 


85 




14 




8 , 






^ 6 


Id. 


12 .A ■ 


6 


■■ ' s 


lio 


8 


22 


12 



i ^ Percentage 

Increase:/ increase 
(decrease) (decrease) 
ln_rates in rates 

frbfii 1975 



to 1977 

(63) 
33 
158 . 
(14) 
"79 
•j 23 
' (40) 
(28) 
31 

(18) 
125 
^(46f 

92 - . 
.733 \ 

567 

^(43). 
; 100 

126 
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APPENDIX IV _ : • ,™„iL^- 

. «• \ . - APPENDIX IV 

TECIINICAL APPjjfeir . 

ON RISK PRQFIirE ANAt iYS I S 
- A NALY S IS OBJECTIVE • 

The-purpbse of the anal^^^ 
Whether a relationship exists in backgrourfd charac- ' 
teristtcs between students who repay their Direct Loi 
^ontime borrowers) and thb$e who do hot (delinguent 
borrowers) . ^ / 

^oi^r^priffiiry factors w|re identified for stu^y: • 

demographic, fin^^ acidemic, and Direct Loan status. 

Data was then coliected on several variables for each 
factor. Demographic data included the student's personal 
characteristics, firiancial ^ata include^. the student's 
and his/her f ami|.y f s financial assets aid requirements , 
v^he academiTc^factof addressed the student's educational 
standing, _ and Direct Loan status included details on 
individual ftudents'-loans.. The data was collected from' 
records at 18 preselected schools throughout the Ohited 
btates . -r- 



to 



Differences among sampled; groups can be attributed 

—random variation due. to sampling rather than 

making a 100 percent review of the entire popu- 
lation, or ' ■ 



—an underlying,, systfct^^^ 
» the groupsi . 

J _ _• _ ... . _ ^ ■ ' 

By applying Impropriate statistical techniques, it is 
possible to identify those variables whose observed 
differences cannot be fully explained by samplinq 
«Jrf^Ki can, therefore be concluded- that those 

variables tend to be related to the subject groups . 
Our objective was to identify the characteriitici of 

^^'^'P^^^^®"^^'^^ ^"y' wSlch exhibit systematic 
Bv Iv^ImSm. ""^^T"^^^^^^^^^^^^ borroWers. 
mo^?liS ?i^fi.^"^ ^^^^ characteristics 

most and^ least associated with loan delinquency were 

developed. ^We ^id nbt.perform a multivariate correla- 
tion |nalys±g to determine how a combination of, these 
characteristics relates to delinguendy. ' 
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APPENDIX IV 



■ The data was ai^^ using two statistical 

, procedures :/the^c^--j signi— .. 

ficance with relied iheasur es of assoc iatj-on ( gor^ , 
rela'tidrijy ;ahd drifferences between sample^llli^ins tests i 
Each is d^signeS tp measure the degree of rela^dhess 
or aepehdence §f vari 

variabie_v^'$ de^E:^d as Direct tbah payment status Contime;;; 
or delinquent) . The ; ind^pShderit variables were the various 
chacacter ist ids previously eil The particular Statis- 
tical test applied depended-^dnp^ inctiependent variable 

- was measu^d". ; The resets of these tests were then ''used 
to establish whether or in each 
independent variable, between the groups of ontime and 
delinqueftt borrowers^^w^ statistically sigriificaht. 
"Significance* in this sense ineahs that bur sample dif- 
ferences can be. jpr 03 ec ted to the population, tfiere- 

' f ore/ concluding that a true difference in the tw0 popula- 
tions of loan 'recipients existedi • . ''■■'^■'''hf^'---'\ 

STATISTICAL CRITERIA HSEfi • ' | 

_ Where samplrhg is u^'ed > conclusions cannot be . ■ 
re&ched with absolute certainty. Statistical sighif i- - 
cahce is a measure of the probability that a wrong coh-^ 
clufion can be madei:: Sp it is the probability 

of concluding i^hat -th^re is. a difference between the f 
two groups of borrowers, when in fact, there is no real 
, -di-^ferehce,-. 

^ ■ V; ■ ' ' ■ ■•T^ ■ ^ V ■ . ■;: . , 
Qur ^analyses are based 'iion the generally accepted 
sighlfieafige level of no mpe than 5 percent 95 pet,- , 
«eht copfi^ince level that we have reached the ?igfit ' • 
decision) with regard to any given variable regarding 
ontime and del inguent borrowers. Only those variables 
meeting this criteria were ebnsidered to be character- . 
istics serving to diistihgulsh between the two groups. ' 
Variables with a significance level of 1 percent or^ ' 
less are iht-erpreted as "highly significant," that^ls, ' . 
a high degree of qertainty that the groups db^ in fact, 
differ. Also, several measures bf statistidal as^cia- 
tlon (correlation) between the borrower groups afid bthef 
variables were donsidered in determihihg tl^-<i|hifltfahce 
of relptionships. - 
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APPENDIX IV '■ APPENDiX iV 

ANALYSIS RESULl'S 



•£1,: 



Demographic ^ - 

... Pnly student race showed a highly sighificaht 
relatiorispp to loan payment: status/ with a 8§ 
percent of black students :delihqueht versus 41 per6ent 
of .white and ll pefceht bf orieh students. 

The ;yariafc)les, marital status, and student type* 
; [I.e. ^ ihv:$tate versus out-of-state j were significant 
;at the 2-pircent leyel*. Divorced separated, and 
yridbwed students tended to have a higher delinquency: rate 
{68 percent) tl^an singlg' students (50 percent). The 7-2f 
percent loan delinquency rate among out-of-state student^ 
was significantly higher than the 58, per cent rate of ■ 
residents and ebramutersi ■ ^ . 

. ,*^**^*35t^Tistics which show statisticaLiv " 

sigh i £i cant d i f f e rignees between :the bhtiiine and del in- ^ 
quent gtoups^.Were sex:, student financial status ( inde- 
pendent or dependent) , age, family size; and empIoyineriP 
status at the tiriie the loan was made or at the tiine of 
our analyses. fHere was> however, a relaHveJy high ' ' 
W^ls**^ cbrrelation to current 1/ employment status/ 
wath.78 percent o|;^the ontime group currently emplb-yed 
versus^only 43 percent of the .delinquents. The^l^acic of 
a statistically sifnificant difference ?br employment 
statu?_( although there was a high degree of correlation 
between cur rent^ employment status/ and: loan repayment 
status) cou|d result from the small number of sara|)le 
observa|ions. It is therefore^ ^pssibie th^t current 
employment status ifiay affect the laelinquency ratei 
but additional research would bes required. 

J. ^ ■. ■ '. ' 

Financial 2/ ' ? 



Average parental total income was about $l,4dd (^F 

percent) greater, cost of educatibh was $25d' (id pe^rcent) 



If: 



;y"Curreht" vrefers^.tp t^ at tfig time 

• the. borrower provided :theinformatibh to the school. 

2/e611ar levele are ^annual amounts.- 
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APPENDIX IV v • '^ V; . ' ' . APPENpiX IV' 

greater , and , family ^ coritr ijaufeiofi^was $290 ( 32 percent ) 
greater for the bntime groupjpi each case the dif- 
ference was highly significant. There was hb sighifi- ' 
C^nt difference between the two groups on student 
financial need—the excess of cost Of education over 
family contribution— evem though there were differences • 
iQ the i.nd'ividual components (cost of education and 
: family contribution) , Apparently^^ the ontime : group' s 
higher \oost qf^ed-Ucatibn tends to iBe offset by the 
similarviy higher amount of famii^"contr»ibutiOn. 

_ unmet Heed is defined as the difference between' 
financial need and total aid received (that isv need 
J remaining, after all aid hafefi^eeri awarded) .' Average . / 
unmet need was about $109 fbt the delinquent groub and 
$b4 for the ontime grbup. However, the results Were 
- not conclusive due to ^arge, var iations among all ' : 1: 

students and the number^of ^cases v?liere unmet need wds 
less^ than zero. The latter; si f 
tinancial aid received exceeds financial heed j The 
, proportions of^linqueht- and^ with ' 

unroet need of less than $1>000 i's about equally dis- 
tribated. As unmet need increased above $1 ,000, the • '^ 
proportion of delinquent borrowers increased signifi-' . 
cantly,' . ; ■ ' 

^ ;. The ontime group had significantly ^higher assets 
Jroin summer savings, about $ldO> or 24 percent, than the ■ 
delinquent .group. There was ho signifioant differfehce 
4>;etween the groups in total aid received; 



^ -ff^ ""^^^u^e Of academic stand incr showed a highly 
significant relationship to loan st^t»s, with the delin- 
quency, ratejmuch lower among the more ^accompl ish^d 
s^udenits. Qver 63 percent of the stbdents who graduated 
Icept their loan payments current, compared to onfy 35 ^ 
percent of_the- nongraduates. The cumulative grade p6iht : 
average was significantly higher in, the .aggiiBe group 
(2.7 versus 2.3). • Of the students mth W^i^mUit^ ^ ' " ■ 
averages of. 2.0 or less 73 percept" were delinqu'eht ih ' 
their payments. COhversely, of students with averages 

^^^^^^^"^^^^^ *^elingueht. Scholasti . 
^pltude test scores were also significantly higher for ' 'i^ i 



the_ontime^group (about 34 points higher in the quanti- 
tative test and 36 points higher ih °the verbal test). 



test).. ''^ ' 
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Direct fcoarg status > ; v 



, y^rialsi^ related to individual loans siiflilari I 
.shbv^ed a highly signif > 
iF'Status. on 
mohthly and quarterly repayment plans was signifi- 
cantly higher (51 percent and 53 percent, respectively) 
than those making annual payments (3^ percent). The 
relationship between delinquency and whether the first 
installment was made on tiffle w^s even more pronounced. 
About 82 percent of the 'bntiihe group had made their 
first payment oh time^ whereas only 18 percent of the 
delinquent group had done sb. : 

^ ^ toans entering fepayntent Status dur ISTFbr 
eajiier had a markedly lower 

percent) than those: after 19^71 (bver 52 perceht). 

: The latter rate cbMld becbme even higher bedause some 
recent loans would nbt yet have had time to become 
delinquent, ^his Was supported by an additional test 
that shbwed almbst 59 percent of the loans entering ^ 

/repaymeht status between .1972 and 1974 as delinquent i: 
' _ -., ^- ^ - ^ ■ . 

i; tban amounts' werie significantly 1 bh- 

time borrowers. The averagi amount fbr the bhtime - 
group (loanii; made during:othe .late^ abodt ^- 

$83 C16 peihsent )- "greater 7 and the tbtal amount loaned , 
about $177 4-19 perceht) greater than those for the 
delinquent grbup; % ' 

BORRQWER PROFILES -'"'J/ 

J We developed profiles of the characteristics most^ v /' . 4^1 
and least associated with Direct fcban delinquency by = 
considering both the significance of the difference 
between the bhtime and del-inquent groups on overall 
factors as described in this appendix and the specific 
breakdown bf characteristics within the factors studied. 

Details of these profiles appear bh page 34. 
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D IN THIS REPORT 



SECRETARY OP HEALTH^ EDtJeATION^ 
:■■ ANp:;:WELFARE : 

Joseph A. ealifano^ Jr. 

David Mathews 
. Caspar W. Weinberger 

Frank C. Carlucci j acting) 

ASSXST^T SECRETAkY> P<jk EDHCATION: 

Hary P. B^^rry *^ 

Philip E. AustinU acting ) 
. • Virgirjia y. Trotter 

Charles B. SaundersT'^JT-r-^ ~ 
• : (acting). , 

Sidney P. Marland, Jr. 

CQMMiSSIOiJER;^ OP: EDUGATI0 
. Ernist L. Bbyer 

Will iam f . Pierce, ( acting) • 
Mward Aguirre Jr^^v 
William F;; Pierce (acting) 
: terrel H. Bell ^ , 
; . John ,R. Ottiria. ' ; ■ 

, -John .R. pttina (acting) ^ v 



Tenure of off ice 
From 



Jan'.i::i977 
Aug. 1975 
Feb . iil3 
Jan. 1973 



Apr .1977 
Jan; 1977 
Jiine 1^74 



NOV. 1973 
Nov. 1972 



Apr . 1977 
Jan. 1977 
Oct. 4976 
Aug. 1976 
June 1974 
Aug. 1973 
Nov\ 



To 



Present 
Jan. 19177 
Aug. 
Feb . 



Present 
Apr i 19' 
Jan., 197T 



June 1974 
Nov . 1973 



Present 
Apr.* 1977 
Jan./1977-^ 
Oct, 1976 
Aug. 1976 
June 1974 
Aug. .1973, 



(104079) 
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;■ S*-^".' J* _v."j^ i?"*^rts ore avaiiapie to trie general, 
public at a cost of $1:00^ a copy. There is ho charge' 
for reports furnished, to Merribers of Congress and 
congressional cdmmittee staff rrjerribers.r Officials of 
Federal^ _State, and local gowernrnents -may receiye 
yP Jo- lO copies ffcee of charge. Members of the 
press; college libraries, faculty membej-s, and stu- 
dents;ahd non-profit brganizatfons may receive up 
^^.2 ^pP'es f^ree of ^^^^^ larger qtian- 
titles should be accompanied by payment: 

Requesters elftitted to reports without diarge should ■ 
address their requests to; , 

' ' U.S. General. Accountihg Office:. ■ : 
Distribution Section, RborTyv4522 
. 441 G Streets ISrW._^ ._ . — 






Washrngtdn, D.C;. 20548 /. 

f^equesters who are required to pay. for reports 
should send their requests VVith checks or rridhey 
coders to: 

:U.S. iSeneral Accounting bffice^^^^^^ 
Distribution Section ■ ^ 
P:b: Box. 1020 " 
■ W^shingtbn, b.e. 20013 ■ ' 

Checks jor money orders should be made payable to 
the . U.S. ^General? Accouhting dffiee.; Stamps or , 
Superintendent of/Ddcumehts coupons wil! hot be 
accepted,. Please do not send cash: ■ 

To expedite filling- ypur order, use the report rium- 
ber in the. lo\A/fer left corner and the date in the.- 

' Ibwer right corner of the front cover. ' 

.' ' ^ ' ■ ' . . ■ 
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GAO reports are now available on microfiche^. If such 
^opies^wil^ needs, be sure to specify that 

you want microfiche copies. ' . 
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